Circle K: using the art of 


acquisition to hit 5,000 



Circle K, which has more than 3,400 units, plans to reach 5,000 by 1990. 


PHOENIX, Ariz. — Circle K 
Corp., a chain that has tripled in size 
in the past three years, expects to 
operate 5,000 stores by 1990, accord¬ 
ing to the firm's in-house magazine, 
Kountertalk. 

This locally based chain had 1,221 
stores in 12 states at the end of fiscal 
1983 (April 30, 1983). Today, it 
operates more than 3,400 units in 27 
states. 

Reaching its stated goal in the next 
four years will take commitment to 
what the magazine termed “the art of 
acquisition.” 

Bo Bobertz, Circle K's manager of 
tax, explained some of the advantages 
of acquisition as a method of growth 
and described how the process works. 

“One reason [for acquisition] is 
that we can’t internally grow fast 
enough to meet our 5,000-siore 
goal,” he said. 

Because of the complexities in¬ 
volved, the chain can only build be¬ 
tween 100 and 200 new stores a year. 
Such complications include site loca¬ 
tion, then processing each location 
through zoning and construction 
phases. 

“It’s tough purchasing good loca¬ 
tions these days,” Bobertz said, 
“especially in areas that already are 
well established. 

“Even if we could expand fast 
enough that way, it would take be¬ 
tween nine and 12 months for each 
new store to become fully opera¬ 
tional” and attract the customers that 
a store needs to become profitable, he 
added. 

Stores gained through acquisition 
come with an already-established 
customer base. “We virtually make 
money as of the day we take over” an 
acquired site, Bobertz said. 

Another advantage in acquisition is 
the ease and quickness it affords in 
establishing a solid identity and 
dominance in the market. Newly con¬ 
structed stores, on the other hand, are 
put into competition with other well- 
known chains. 

“There’s a name association that 
takes place. So, by acquiring a chain 
outright, we enhance our ability to 
compete.” 

Structure of acquisitions 

Bobertz bases his comments on ex¬ 
perience. in the past three years, Cir¬ 
cle K has completed five acquisitions, 
beginning with the 1983 purchase of 
960 UtoteM stores. 

Most acquisitions are structured in 
one of two ways, he explained; either 
as an asset acquisition or stock ac¬ 
quisition. 

Under an asset acquisition, such as 
Circle K’s purchase of 186 National 
Convenience Stores earlier this year, 
a company buys tangible items. This 
could include land, buildings, equip¬ 
ment and/or inventories. It does not 
buy the entire company. 

A stock acquisition usually occurs 
when a company is publicly held, and 
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involves buying the entire company. 
The purchaser then assumes liabilities 
in addition to the assets and opera¬ 
tions of the acquired company. 

Any purchase process typically 
begins by directly approaching 
another company or through receipt 
of a “selling document,” which 
details a company’s assets, earnings 
and liabilities, 

“We look at a company’s value in 
three ways," Bobertz said, “from an 
earnings, assets and operational 
standpoint." 

When studying earnings, he added, 
Circle K looks at the company’s total 
sales plus any additional income or 
savings Circle K could produce 
through the acquisition. 

Additional income could come 
from adding faodservice programs, 
for example. Savings could result 
from applying Circle K's purchasing 
power leverage in dealings with ven¬ 
dors. 

Asset evaluation 

When evaluating assets, Circle K 
looks at the value of what the com¬ 
pany owns (buildings, land) and al in¬ 
tangible assets. 

Examples of intangible assets could 
include existing store leases that 
would cost Circle K more if 
negotiated today, or an existing 
debit card program that would 
eliminate start-up costs. 

General operational information 
also is important, according to 
Bobertz. The physical appearance of 
the available stores, the backgrounds 
and management styles of its people, 
the checks and balances in effect, and 


its overall potential for profitability 
play key roles in evaluating this 
aspect. 

Various members of Circle K’s 
management team become involved 
in the acquisition process, he said. 

Management gathers available 
financial information and makes 
some assumptions based on perform¬ 
ance, opportunity and past history. 
Then Bobertz steps in, using this in¬ 
formation to predict high- and low- 
end profit margins and determine a 
fair purchase price. 

“We’ve been through enough ac¬ 
quisitions to pretty much know how 
to assign worth and value,” he said. 

“You look at the track record of 
[Karl] Eller [Circle K chairman] and 
the length of time [Bob] Hutchinson 


[Circle K president] has been in this 
business and you know they will 
make valid assumptions.” 

When asked what Circle K has 
learned from its acquisitions, Bobertz 
said the key was the importance of 
the “people” side of a business deal. 

“The numbers are fairly cut and 
dry. I think the one thing we’ve 
learned is to handle the acquisition 
better from a people standpoint. 

“We’ve learned to talk to them 
more up front, explain things better, 
and we’ve developed better training. ” 
Circle K will be using that 
knowledge — the art of acquisition — 
frequently in the future. In order to 
reach its 5.000-store goal by 1990, the 
chain must gain 200 to 400 units a 
year until then.— csn 


20 OF THE TOP 30 C-STORES HAVE 
APPROVED AIR-SERV.* 


HERES WHY: The demand for air 

is greater than ever By providing air 
you will be providing a much-needed 
service for your customers — 24 hours 
a day! Consider the other benefits of 
AIR-serv*: 

3 Build* Traffic - new easterners will stop at 
your location each month, specifically seek¬ 
ing air service 

□ Satisfies Customer* - air service is always 
available. Don't lose your customers to com¬ 
petitor who do offer air their location*. 

□ Generate* Revenue - customers who come 
locking for air will often buy other product* 
as well, which means additional sales for you- 

locaticn each month. 

D Eliminate* Costly Mai ntenance — the dealer 
irt your area Install* and sendees the machine 
at hi* out! expense — NO COST TO YOU! And 
you receive a share of the profits each month. 


AIR-serv quality is a proven success In the 
field. It’s the best built tire inflacor In the 
industry, with over 22,000 Installations world¬ 
wide and an established national dealer 
network. AIR-serv units are currently in use by 
Circle K, 7-EIeven, Super America, Quick Trip, 
and several other satisfied chains 
Find out how you car, put 
AIR-serv to work for you. 

Keep your customers happy T 
whlie increasing your store’s 
profitability. Call toll free — 

1-300-247-5363, ext. 21. 

In MN. 6'2-454-0463, 


AIR-vend 


1370 Meruiota Heights R. 
Mendota Heights, MN 55 


Road 

55120 


1-800-247-8363,21 

In MS’: 612-454-0465 


psvereiHrBocjttarkof AlR k’end.l^.- PaUrttNo- 4,452.371 



ro 

o 

O' 

tn 

at 

ai 

p- 

o> 


Circle Reader Inquiry *259 
Use the Reader Inquiry Card for in ore information. 
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Source: https://www.industrydocuments.ucsf.edu/docs/trjm0004 





